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THE STATE OF WISCONSIN

ASSEMBLY-CHAIR
SCOTT JENSEN

SENATE CHAIR
BRIAN BURKE

315-N Capitol

P.0O. Box 8952

Madison, W1 53708-8952
Phone: (608) 264-6970

Room LL I MLK

P.O. Box 7882

Madison, W1 53707-7882
Phone: (608) 266-8535

JOINT COMMITTEE ON FINANCE

August 20, 1997

Secretary Mark Bugher
Department of Administration
1071 East Wilson Streef, 10" Floor
Madison, Wisconsin 53707

Dear Secretary Bugher:

We are wiiting to inform you that the members of the Joint Commiffee on
Finance have reviewed your request, dated July 24, 1997, pursuant to s. 36.46
Wis. Stats., pertaining to a request from the University of Wisconsin System to
approve the plan for student fee-funded auxiliary reserves.

No objections fo this request have been raised. Accordingly. the request
is approved.

Sincerely,
BRIAN BURKE SCOTT JENSEN
Senate Chair Assembly Chair

BB/SJ/ic

cc: Members, Joint Committee on Finance
President Lyall, UWS



Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 353703 « (608) 266-3847 « Fax: {608) 267-6873

August 4, 1997

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: UW Auxiliary Reserve Funds -- JFC 14-Day Passive Review

This memorandum provides information relating to a report on UW auxiliary reserve funds
that is currently pending before the Committee.

Current Law

Under s. 36.46 of the statutes, the Board of Regents may not accumulate any auxiliary
reserve funds from student fees unless the fees and the reserve funds are approved by the
Secretary of Administration and the Joint Committee on Finance. A request for such approval
must be submitted no later than July 10 preceding the academic year in which the reserves will
be accumulated. The Secretary of Administration has 14 working days to notify the Co-Chairs
of the Committee, in writing, whether the Secretary proposes to approve the requested fees or
reserves. Copies of both the DOA recommendation and the UW request are attached.

Summary of UW Report and DOA Approval

In a letter received by the Co-Chairs of the Joint Committee on Finance on August 1, 1997,
the Department of Administration (DOA) recommended approval of a request from the UW
System to accumulate student fee-funded reserves in 1997-98.

The letter from the University, dated July 2, 1997, requests approval to change the level
of fee-funded reserves from an estimated $36.2 million on June 30, 1997, to $31.0 million on
June 30, 1998; the request would increase fee-funded reserves at selected campuses by $2.0
million in 1997-98, with offsetting decreases at other campuses of $7.2 million. Although the
net reserve balance for all campuses combined would decrease, increases in individual reserves,
by campus, must be approved.



The Board of Regents approved a 1997-98 segregated fee schedule as well as room and
board charges on July 25, 1997 (see attachment), which was prepared using the assumption that
this request would be approved. If the Committee were to revise the amount of auxiliary reserve
levels, adjustments to these fees would most likely be made in the spring, 1998 semester, rather
than as a refund of fees charged for the fall.

If you have questions regarding this memorandum, please contact this office.

Prepared by: Merry Larsen
Attachment

cc:  Katherine C. Lyall, President, UW System
Dale Cattanach, Legislative Audit Bureau

Page 3



ATTACHMENT

UW System Auxiliary Operations
Room and Board Charges and Segregated Fees
1996-97 and 1997-98 Academic Years

Residence Halls Mea] Plans Segregated Fees
Percent Percent Percent
1996-97  1997-98  Change 1996-97  1997.98  Change 1996-97 1997-98 Change

Madison $2,106 $2,180 35% $1.805 $1.853 2.7% $379.00 £380.00 0.3%
Milwaukee 1.998 2,273 138 116G 1,200 9.1 460.90 478.50 38
Eau Claire 1,670 1,720 30 1,234 1,266 2.6 321.00 344.30 7.3
Green Bay 1,650 1,715 39 1,200 1,000 -16.7 402.00 423.60 54
La Crosse 1,400 1,600 14.3 1,400 1.460 4.3 398.50 456.14 14.5
Oshkosh 1,551 1.628 50 960 1,030 7.3 272.00 293.00 1.7
Parkside 2,330 2,530 8.6 1,250 1,280 24 378.00 392.00 37
Platteville 1,316 1,394 59 1,473 1,546 5.0 363.00 368.00 14
River Falls 1,578 1,640 39 1,330 1.396 5.0 340.00 351.50 34
Stevens Point 1,826 1,886 33 1,280 1,302 1.7 378.60 395.20 4.4
Stout 1,526 1,618 6.0 1,296 1,364 5.2 340.80 395.76 16.1
Superior 1.506 1,590 5.6 1,576 i,612 2.3 318.10 338.10 6.3
Whitewater 1,556 1,620 4.1 1,112 1,156 4.0 359.28 374.40 4.2
Centers
Baraboo ) 168.30 191.00 [3.5
Barron 147.50 152.50 34
Fond du Lac i81.80 189.00 4.0
Fox Valley 199.40 195.20 2.1
Manitowoc 136.50 144.50 59
Marathon 174.40 184.80 6.0
Marinette 124,70 128.30 2.9
Marshfield . 157.60 163.60 3.8
Richland : 193.00 199,50 34
Rock 150.40 160.70 6.8
Sheboygan _ 159.90 166.00 38
Washington 193.90 262.10 42
Waukesha 138.20 142.20 29

NOTE: Residence Hall rate is for double room (other options exist at some campuses). Meal Plan rate is for most popular
meal plan or represents average spending per student for meals.

Page 4



The University of Wisconsin System

Vice President for Business and Finance

1752 Van Hise Hall

1220 Linden Drive

Madison, Wisconsin 53706 e et e
(AR 262-131 FAX (608) 262-3685 S :

Ll

Tuly 2, 1997

Senator Brian Burke e e __._j
Representative Scott Jensen .‘ ; .': JECIRCar sUfesy
Co-Chairs, Joint Committee on Finance

Mark D. Bugher, Secretary
Department of Administration

Dear Senator Burke, Representative Jensen and Secretary Bugher:

This letter requests approval of the UW System’s 1997-98 plan for student fee funded auxiliary reserve
balances as currently required by section 36.46, Wisconsin Statutes:

“The Board may not accumulate any auxiliary reserve funds from student fees unless the fees and
the reserve funds are approved by the secretary of administration and the joint comimittee on
finance under this section, A request by the board for such approval shall ... include a plan
specifying the amount of reserve funds the board wishes to accumulate and the purposes to which
the reserve funds would be applied, if approved.”

The reserve plans described below are pending approval by the Board of Regents. The 1997-98 operating
budget of the UW System will be presented to the Board of Regents for approval when final legislative
action on the 1997-99 biennial budget has been taken, Meanwhile, this request is being submitied in
order to comply with the current statutory deadline of July 10th. Recent action taken by the Joint
Committee on Finance would amend the reporting date specified by 5.36.46 to September 157

Student fee funded reserves are projected to total $36,181,369 as of June 30, 1997, This compares to a
budgeted ending reserve balance of $36,170.670 in the 1996-97 plan adopted by the Board of Regents on
June 6, 1996 and approved by the Joint Committee on Finance and the DOA Secretary in August, 1996 '
The net difference of $10,699 between budgeted and projected actual ending reserves is made up of both
positive and negatives variances and is detailed on the attached table.?

In 1997-98 the UW institutions plan to draw $5.2 million from student fee funded reserves (o purchase
equipment, remodel facilities, carry out deferred maintenance, construct facilities, etc. As detailed in the
attached table, this represents planned reductions of $7.2 in some operations offset by increases of $2.0
million in others.

! The first column on the attached table represents the projected 6/30/97 reserve in the 1996-97 plan
adopted by the Board of Regents and approved by the Joint Committee on Finance and the DOA
Secretary. The systemwide total appearing in the 1996-97 plan was actually $39,732,654. This amount
has been restated to $36,170,670 to reflect three footnoted adjustments, primarily the exclusion of UW-
Madison’s intercollegiate athletics program which no longer receives student segregated fee funding.

* The two most notable variances involve segregated fee operations at UW-Milwaukee and at UW-La
Crosse. The UW-Milwaukee variance is attributabie to a delay in various Student Center remodeling
projects.  The UW-La Crosse variance is attributable to an advanced schedule for the Student Life
Building and the fact that institutional funds were needed sooner than expected due to the timing of bond
sales.

iver Fails, Srevens Point, Stour, Superion
o County, Marmeze County, Manshfield

Universities: Madison, Mibwaukes, Fau Clasre, Greon Bay, Lz Crosse, Oshkoot

L Barron Couney, Fond du Lac, Fox Valley, Manio




Budgeted ending reserve amounts for 1997-98 are shown in the next-to-last column and compared, in the
final column, to the reserve maximums established under current UW System pelicy. In some cases the
reserve maximums shown are those that were calculated at the time the 1996-97 budget was prepared;
institutions were permitied to use the 1996-97 calculation if there have been no major changes that would
have a significant impact on the reserve maximum.

The Governor’s recommended budget for 1997-99 included a provision to eliminaie the 5. 36.46
requirement for the Board of Regents to seek approval from DOA and JCOF to approve all accumulations
of auxiliary reserves from student fees. In response, the Joint Comumittee on Finance voted to amend s.
36.46 so that only those student fee funded auxiliary reserves that exceed 15% of the prior year’s revenues
must be reviewed by DOA and JCOF, With final legislative action pending, the attached table complies
with the existing requirement to report all student fee funded auxiliary reserve accumulations.

Sincerely,

Y/

Marcia Bromberg,
Vice President of Finance

ce: President Lyall Debbie Durcan
Joint Committee on Finance Members Kathi Sell
Regent Lubar Nathan Peters
Regent Orr Donna Wong
Regent Grebe Doug Hendrix
Regent Hempel Bob Hanle, DOA
Regent Barry ) Michael Heifetz, DOA
Chancellors Bob Lang, LB
Vice Presidents Merry Larsen, LFB
Institution Business Officers Legislative Reference Bureau
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STATE OF WISCONSIN

DEPARTMENT OF ADMINISTRATION
101 East Wiison Street, Madison, Wisconsin

Mailing Address:
Post Office Box 7864

Madison, W1 53707-7864
TOMMY G. THOMPSON
GOVERNOR

HARK D. BUGHER
SECRETARY

RECEIVED
AUG 01 1997

July 24, 1997

The Honorable Brian Burke, Senate Co-Chair
Joint Committee on Finance

Room LL1, MLK

P.O. Box 7882

Madison, W1 53707-7882

The Honorable Scott Jensen, Assembly Co-Chair
Joint Committee on Finance

315 North, State Capitol

P.O. Box 8952

Madison, Wisconsin 53708-8952

Dear Senator Burke and Representative Jensen:

Pursuant to s. 36.46, Wis. Stats., enclosed is a request from the University of
Wisconsin System to approve the plan for student fee-funded auxiliary reserves in
fiscal year 1997-98. The net effect.of this plan is to decrease the auxiliary reserves
balance by $5,173,000 under the $36,181,400 million balance on July 1, 1997, to
an estimated $31,008,400 by June 30, 1998.

The intent of s. 36.46 is to ensure that the UW System maintain prudent reserve
funds to operate its auxiliary programs without collecting excessive student fees.
The statutes specify that the Board of Regents may not accumulate any student
fee-funded auxiliary reserves unless the fees and funds are approved by the
Secretary of Administration and the Joint Committee on Finance (JCF). This
requirement took effect July 1, 1986.

Following new Board of Regents policy and UW System Administration guidelines,
student fee-funded auxiliary reserves were reduced from $53.0 million at the end
of FY86 to $37.6 million at the end of FY88. Although the reserve balance has
fluctuated somewhat since then, the final numbers from FY97 show that the
reserves balance has returned to FY86 levels. Fluctuations can result from a
variety of circumstances, including delayed or deferred capital projects,
unanticipated cost savings or other revenues, or unexpected costs (such as the fire
at a UW-Madison residence hall last winter).

Within each campus, the projected reserve balance for the end of FY97 (which was
included in last year’s plan and approved by DOA and the JCF) varies slightly from
the estimated actual reserve balance as reported in the current plan. As noted



Senator Brian Burke
Representative Scott Jensen
Page 2

above, this is generally due to delays in capital projects or, conversely, projects
moving ahead on an advanced schedule or other unique circumstances. The
largest variances are at Milwaukee due to delays in renovations to the Student
Center, and at LaCrosse due to earlier than anticipated bond sales for the Student
Life Building.

Proposed Changes to Auxiliary Reserves:

As the following table illustrates, higher drawdowns as compared to increases to
the reserves in FY98 are expected to reduce the balance to $31 million by
July 1, 1998:

Actual 7/1/97 Reserves Balance $36,181,400
Projected FY98 Drawdowns -$7,209,000
Projected FY98 Increases to Reserves $2,036,000
Projected 7/1/98 Reserves Balance $31,008,400

While the table illustrates the reserves balance in its aggregate, the projected
drawdowns and increases are the cumulative total of projected changes within
each auxiliary operation (such as housing and food service} at each campus. The
projected drawdowns are being used for various projects, such as remodeling of
the Student Center at the Parkside campus, capital improvements to student
housing at certain campuses (Madison, Platteville, River Falls, Stout) and food
service equipment (River Falls, Stout), as well as other projects. Each campus
maintains a rolling five-year plan to determine future needs and to make
projections concerning appropriate reserves.

The projected increases to the reserves will be used in the future to fund other
projects, such as planned remodeling projects, or may be the result of delays in
certain projects (Madison, Milwaukee), or unanticipated revenue increases in FY97
due to higher levels of participation in housing, food service or other programs
{Eau Claire, Parkside, Centers).

Reserves Balanceas:

Maximum reserve balances are determined for each auxiliary operation at each
campus by calculating the required operating contingency fup to two months of
wages and fringe benefits for staff, two months of utilities and the annual cost of
irrevocable contracts), the debt retirement contingency (up to two years of debt
service payments} and other obligations. This year, all individual campus reserves
balances are within the maximum levels set by the Board of Regents, and the
aggregate UW System reserves balance remains well below the $84.3 million
maximum. UW System Administration monitors all campus balances on an
ongoing basis to ensure compliance.

In the last four fiscal years, actual reserves levels have averaged 19.2% more than
initial UW System estimates in s. 36.46 requests. Differences are generally due to
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a combination of: (1) legitimate planned as well as unanticipated project deferrals
and program savings; and (2) conservative fund administration at the campus
level, where the intent is to avoid deficit situations which may necessitate
emergency action (such as larger than anticipated student fee increases or
depletion of reserves). The ability of UW System Administration to accurately
predict auxiliary reserves levels has improved markedly over the last four years
(and particularly the last two years). Please see the table below for historical data:

Original Estimated Final Actual
Fiscal Year Reserve Balance Reserve Balance % Difference
FY90 26,516,100 37,569,800 41.7%
FY91 27,417,600 29,491,300 44.0%
FY92 26,090,000 43,430,000 66.5%
FY93 30,921,800 46,931,500 51.8%
FY94 35,348,000 44,744,600 26.6%
FYa5 39,596,300 52,226,100 31.9%
FYO6 39,389,100 43,102,100 9.4%
FY97 39,732,700 36,181,400 8.9%
FY98 (request) 31,008,400 -- -

As indicated in the table, this is the first time since FY92 that the original
estirnated reserve balance is decreasing by a significant amount, rather than
increasing. This results from drawdowns on the reserve at certain campuses for a
variety of planned projects and expenditures. Using reserves prudently to finance
certain projects prevents the campuses from imposing higher, unpredictabie
increases in student fees without Jjeopardizing the financial integrity of the
auxiliaries system. :

A new policy implemented by the Board of Regents permits each campus to raise
the student fees by the three-year rolling average change in Wisconsin Disposable
Income Per Capita (4.33% for FY97) without providing detailed justification. This
policy allows the campuses to meet inflationary increases without unreasonable
increases to student fees or excessive increases to the reserves. If excess fee
revenue is collected, it can be used either to reduce student fees in future years or,
if it can be shown that present balances are inadequate, campuses may retain the
funds to increase reserves. Generally, the latter action is taken. As noted above,
all balances are within the Regent maximums. '

The UW's _
therefore should b

znt plan for student fee-funded reserves appears reasonable and
approved.

Sccretmfy
it



THE STATE OF WISCONSIN

ASSEMBLY CHAIR
SCOTT JENSEN

SENATE CHAIR
BRIAN BRURKE

315-N Capitol

P.0. Box 8952

Madison, WI 53708-8952
Phone: (608) 264-6970

Room 1.1, 1 MLK

P.O. Box 7882

Madison, WI 53707-7882
Phone: {608) 266-8535

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To: Members
Joint Committee on Finance

From: Senator Bricn Burke
Representative Scott Jensen
Co-Chdairs, Joint Committee on Finance

Date: August 1, 1997
Re: 14 Day Passive Review of Student Fee-Funded Auxiliary Reserves

Attached Is a letter from the Secretary of Administration concerning a
request from the University of Wisconsin System regarding the student fee-
funded auxiliary reserves plan for fiscal year 1997-98. The Secretary has
reviewed this plan and recommends that it be approved by the Committee.

Pursuant fo s. 36.46, Stats., the Joint Committee on Finance has 14 working
days to review the proposed fees and reserve funds. Please review this material
and notify Senator Burke ¢r Representative Jensen no iater than Tuesday,
August 19, 1997, if you have any concerns about the request or would like the
Committee to meet formally to consider it

Also, please contact us if you need further information.,

BB/SJ/jc



o (GOVERNOR
MARK D. BUGHER

STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION
107 East Wilson Street, Madison, Wisconsin

Maiting Address:

Post Office Box 7864
Madison, WE 53707-7864
TOMMY G, THOMPSON

SECRETARY

RECEIVED
AUG n 1 1997

July 24, 1997

The Honorable Brian Burke, Senate Co-Chair
Joint Committee on Finance

Room LL1, MLK

P.O. Box 7882

Madison, WI 53707-7882

The Honorable Scott Jensen, Assembly Co-Chair
Joint Committee on Finance

315 North, State Capitol

P.O. Box 8952

Madison, Wisconsin 33708-8952

Dear Senator Burke and Representative Jensen:

Pursuant to s. 36.46, Wis. Stats., enclosed is a request from the University of
Wisconsin System to approve the plan for student fee-funded auxiliary reserves in
fiscal year 1997-98. The net effect of this plan is to decrease the auxiliary reserves
balance by $5,173,000 under the $36,181,400 million balance on July 1, 1997, to
an estimated $31,008,400 by June 30, 1998.

The intent of s. 36.46 is to ensure that the UW System maintain prudent reserve
funds to operate its auxiliary programs without collecting excessive student fees.
The statutes specify that the Board of Regents may not accumulate any student
fee-funded auxiliary reserves unless the fees and funds are approved by the
Secretary of Administration and the Joint Committee on Finance {(JCF). This
requiremnent took effect July 1, 1986.

Following new Board of Regents policy and UW Systemn Administration guidelines,
student fee-funded auxiliary reserves were reduced from $53.0 million at the end
of FY86 to $37.6 million at the end of FY88. Although the reserve balance has
fluctuated somewhat since then, the final numbers from FY97 show that the
reserves balance has returned to FY86 levels. Fluctuations can result from a
variety of circumstances, including delayed or deferred capital projects,
unanticipated cost savings or other revenues, or unexpected costs {such as the fire
at a UW-Madison residence hall last winter).

Within each campus, the projected reserve balance for the end of FY97 (which was
included in last year’s plan and approved by DOA and the JCF) varies slightly from
the estimated actual reserve balance as reported in the current plan. As noted
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above, this is generally due to delays in capital projects or, conversely, projects
moving ahead on an advanced schedule or other unique circumstances. The
largest variances are at Milwaukee due to delays in renovations to the Student
Center, and at LaCrosse due to earlier than anticipated bond sales for the Student
Life Building.

Proposed Changes to Auxiliary Reserves:

As the following table illustrates, higher drawdowns as compared to increases to
the reserves in FY98 are expected to reduce the balance to $31 million by
July 1, 1998:

Actual 7/1/97 Reserves Balance $36,181,400
Projected FY98 Drawdowns -$7,209,000
Projected FY98 Increases to Reserves $2,036,000
Projected 7/1/98 Reserves Balance $31,008,400

While the table illustrates the reserves balance in its aggregate, the projected
drawdowns and increases are the cumulative total of projected changes within
each auxiliary operation {such as housing and food service) at each campus. The
projected drawdowns are being used for various projects, such as remodeling of
the Student Center at the Parkside campus, capital improvements to student
housing at certain campuses (Madison, Platteville, River Falls, Stout} and food
service equipment (River Falls, Stout), as well as other projects. Each campus
maintains a rolling five-year plan to determine future needs and to make
projections concerning appropriate reserves.

The projected increases to the reserves will be used in the future to fund other
projects, such as planned remodeling projects, or may be the result of delays in
certain projects (Madison, Milwaukee)}, or unanticipated revenue increases in FY97
due to higher levels of participation in housing, food service or other programs
{Eau Claire, Parkside, Centers).

Reserves Balances:

Maximum reserve balances are determined for each auxiliary operation at each
campus by calculating the required operating contingency (up to two months of
wages and fringe benefits for stafl, two months of utilities and the annual cost of
irrevocable contracts}, the debt retirement contingency (up to two years of debt
service payments} and other obligations. This year, all individual campus reserves
balances are within the maximum levels set by the Board of Regents, and the
aggregate UW System reserves balance remains well below the $84.3 million
maximum. UW System Administration monitors all campus balances on an
ongoing basis to ensure compliance.

In the last four fiscal years, actual reserves levels have averaged 19.2% more than
initial UW System estimates in s. 36.46 requests. Differences are generally due to
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a combination of: (1) legitimate planned as well as unanticipated project deferrals
and program savings; and (2} conservative fund administration at the campus
level, where the intent is to avoid deficit situations which may necessitate
emergency action {such as larger than anticipated student fee increases or

The ability of UW System Administration to accurately
predict auxiliary reserves levels has improved markedly over the last four years

depletion of reserves).

(and particularly the last two years).

Original Estimated

Final Actual

Please see the table below for historical data:

Fiscal Year Reserve Balance Reserve Balance % Difference
FYa90 26,516,100 37,569,800 41.7%

FY9l 27,417,600 29,491,300 44 0%

FYo2 26,090,000 43,430,000 66.5%

FYo93 30,921,800 46,931,500 51.8%

FYO4 35,348,000 44,744,600 26.6%

FY95 39,596,300 52,226,100 31.9%

FYG6 39,386,100 43,102,100 9.4%

FY97 39,732,700 36,181,400 8.9%

FY98 (request) 31,008,400 - -

As indicated in the table, this is the first time since FY92 that the original
estimated reserve balance is decreasing by a significant amount, rather than
increasing. This results from drawdowns on the reserve at certain campuses for a
variety of planned projects and expenditures. Using reserves prudently to finance
certain projects prevents the campuses from imposing higher, unpredictable
increases in student fees without jeopardizing the financial integrity of the
auxiliaries system.

A new policy implemented by the Board of Regents permits each campus to raise
the student fees by the three-year rolling average change in Wisconsin Disposable
Income Per Capita {4.33% for FY97) without providing detailed justification. This
policy allows the campuses to meet inflationary increases without unreasonable
increases to student fees or excessive increases to the reserves. If excess fee
revenue is collected, it can be used either to reduce student fees in future years or,
if it can be shown that present balances are inadequate, campuses may retain the
funds to increase reserves. Generally, the latter action is taken. As noted above,
all balances are within the Regent maximums.

The UW's current plan for student fee-funded reserves appears reasonable and
therefore sﬁoul& ,b“e» approved.
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